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INTRODUGTION

In the historical context of fiscal discipline mechanisms, state Tax and Expenditure Limitations
(TELSs) are a relatively recent phenomenon. TELs emerged after the tax revolt of the late 1970s.
Governor Ronald Reagan endorsed the first state tax and spending limit, Proposition 1 for
California in 1973. While Proposition 1 failed at the polls, it set a precedent for tax and
spending limits across the nation. Since then, 28 states have enacted some form of tax and
spending limit. (In addition, two states have enacted legislation requiring a supermajority vote
of the legislature to increase taxes, but not other tax and spending limits.)

The time has come to compare the various tax and expenditure limits employed by the
states and evaluate their ability to provide fiscal discipline. This study grades the effectiveness
of the nation’s TELs using five differenc criteria. For each of these criteria, each state is assigned
a numerical value from 0 to 5, with 5 being the most effective provision. These five criteria are
then summed to measure the effectiveness of the TEL as a whole, scored on a numerical value
from 0 to 25. This numerical value forms the basis of the grade on the TEL report card.

Colorado’s Taxpayer’s Bill of Rights (TABOR) amendment scored the highest of the nation’s
TELs ~ scoring 24 out of 25 — carning an A-. The median grade was a D-. Not surprisingly, the
great majority of the states faired poorly, with 36 states carning D’s and Fs.

This study will be followed by a companion study that reviews and evaluates the
proposed tax and expenditure limits that are currently under consideration across the nation,
cither through the citizen’s initiative or legislative process. In all, more than 20 such measures
will be proposed in 2005 and 2006.
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MEASURING THE EFFECTIVENESS OF
STATE TAX AND SPENDING LIMITS

This report evaluates the effectiveness of the states’ tax and spending limits.
It evaluates the nations TELs on 5 measures, described in detail below,

L. Type of Limit and Method
of Approval

Perhaps the most important provision is the type
of TEL and method of approval. The most effective
TELs, such as Colorado’s TABOR amendment,
originate through citizen initiative and are embodied
in the constitution. Seven states have enacted
constitutional TELs through citizen initiative. TELs
initiated through legislative referendum and em-
bodied in the constitution tend to be less effective
than constitutional TELs. Twelve states have enacted
constitutional TELs through legislative referendum.

TELs enacted as statutory rather than constitu-
tional provision are easily modified or circumvented
by the legislature, and therefore tend to be less effec-
tive. Ten states have enacted statutory TELs through
legislative referendum. One state, Washington, has
enacted a statutory TEL through citizen initiative.
And one state, Nevada, has enacted a statutory TEL
through a non-binding legislative vote.

2. What the TEL Limits

Another criterion for effectiveness is the compre-
hensiveness of state appropriations or revenues to
which the TEL applies. The most effective TELs
are applied to all state appropriations or revenues,
with few exceptions. Thirteen states have such
comprehensive coverage of their TELs. One state,
Connecticut, applies the TEL to a comprchensive
mcasure of state appropriations, but with cxceptions
for specific types of spending,

A less cffective TEL is onc applied to state general
fund revenues or appropriations. When TELs are
applied to general fund revenues or appropriations
they do not apply to other major state fund groups,
such as capital, enterprise, and trust funds. Some

idea of the coverage of TEL is provided by estimates
of the Congressional Rescarch Service. They
estimated that in 1990 general fund spending was
54 percent of rotal state spending. General fund
spending ranged from 21 percent of rotal state
spending in Wyoming to 74 percent in Hawaii.
Seven states apply the TEL to general fund revenues
or appropriations. Two states, Idaho and New Jersey,
apply the TEL to general fund appropriations with
exceptions for certain expenditures.

The least effective TELs apply the limit only to
tax revenues. In this group of states, the TEL would
not cover non-tax revenues such as charges, user fees,
rebates, gaming receipts, enterprise fees, and the like.
Four states apply the TEL to tax revenues.

3. What is the TEL Limit?

States have defined their TEL limits in a variety
of ways, with different impacts in constraining the
growth of state government. Early TELs were intro-
duced in the inflationary years of the 1970s. The
TEL limits were often defined as some arbitrary
growth rate of state revenue or spending. Most of
these states have since modified their TEL limit to
impose greater stringency.

The most stringent design of the TEL limit is to
define it with reference to the growth of population
and inflation, and six states have such TEL limits.
One of these states, Colorado, has a constitutional
TEL limit defined as the sum of inflation and
population growth, and a statutory TEL defined as
6 percent growth of state appropriations. In recent
years, the constitutional TEL has been the binding
constraint on the growth of revenue and spending in
Colorado, and is considered the most effective TEL
in the country.
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In most states, the TEL limit is defined with
reference to some measure of aggregate cconomic
activity. These TELSs are less stringent than those
defined with reference to inflation and population
growth. In seven states, the TEL limit is defined
with reference to the growth of state income. The
logic is that the growth of government should main-
tain a stable relationship to the growth of the state
cconomy with state income the broadest measure
of cconomic growth. However, this tends to lock in
revenue and spending as a share of income over time.
Given the wide fluctuations in the growth of state
income over the business cycle, this definition of the
TEL limit in effect sanctions wide fluctuations in
state revenuc and spending. These TELs are less
effective in stabilizing the budget over the business
cycle, as well as in constraining the growth of gov-
ernment in the long run.

Defining the TEL limit as a maximum share of
state income also locks in that level of spending as
a share of income. How effective a constraint this
imposes depends on the magnitude of that share.
Only two states set a maximum share at 7 percent or
less of state income, while four states set a maximum
share in excess of 7 percent.

The least cffective TELs define the limit with ref-
erence to either revenue or expenditures. Eight states
have such TEL limits. Because these limits have no
link to economic activity, they impose little, if any,
constraint on spending.

4. Treatment of Surpluses

The treatment of surplus revenue is one of the
most important and controversial provisions of TEL
legislation. The most effective TELSs allocate some
surplus revenue to tax curts/rebates, and some to
emergency and/or budget stabilization funds. The
reason is that these TELs both constrain the growth
of government and stabilize the budget over the
business cycle. Only three states allocate surplus
revenue in this way.

States that allocate all of the surplus revenue to
tax cuts/rebates are effective in constraining the
growth of government in the short run, but not in

the long run. In periods of revenue shortfall there is
pressure to increase taxes, and in some cases to repeal
or modify the TEL to allow the government to
increase revenue and spending. The outcome is
volatility in revenue and spending over the business
cycle and unconstrained growth in government in
the long run. Five states allocate surplus revenue
only to tax cuts/rebates. Three states allocate surplus
revenue to tax cuts/rebates, but also target certain
expenditures.

On the other hand, states that allocate all surplus
revenue to emergency and/or budget stabilization
funds will stabilize the budget over the business cycle,
but will fail to constrain the growth of government.
These funds become slush funds used to finance
higher levels of spending in the long run. Five states
allocate surplus revenue only to emergency funds
and/or budget stabilization funds.

The least effective TELs are ones that simply allo-
cate surplus revenue to the general fund or to certain
targeted expenditures. With these accounting rules,
the TEL has little if any impact either in stabilizing
the budget over the business cycle, or in constraining
the growth of government in the long run. Three
states allocate their surplus revenue in this way.
Some states make no provision for the disposition
of surplus revenue in which case the funds end up
back in the general fund.

5. The Provisions for Voter Approval
for Tax and Expenditure Increases and
for Waivers of the TEL limits

Another important provision of TEL legislation
is that requiring voter approval for increases in taxes
and spending. The most effective provisions require
voter approval for any increase in taxes. TELs in four
states have this provision: California, Colorado,
Missouri, and Washington. However, this remains
a binding constraint only in Colorado, where the
TEL is constitutional. Colorado also requires voter
approval to spend surplus revenue above the TEL
limit. In the other three states, the statutory TELs
have been suspended or successfully evaded.

AMERICANS FOR PROSPERITY FOUNDATION | 3



A number of states have at various points enacted
legislation requiring a supermajority vote of the legis-
lature to increase taxes. In some cases, this provision
is incorporated in TEL legislation, and in others it is
a separate statutory or constitutional provision. Six
states require a supermajority vote to raise all taxes.
Three states require a supermajority vote to raise
some taxes.

Some TELs provide for emergency and/or reserve
funds. In some states, the reserve funds are identified
as budger stabilization or rainy day funds, while in
other states they arc simply referred to as reserve
funds. The more effective of these TELs require
declaration of an emergency, and in some cases a
supermajority vote of the legislature to expend the
funds. Nine states imposed these provisions.

In other states, the funds may be expended with-
ourt declaration of an emergency, and with a simple
majority vote of the legislature. Seven states have this
less stringent provision.

In some states, the TEL can be waived without
any formal action on the part of the legislature.
Indeed, some states spell out specific circumstances
in which the TEL is expected to be waived, e.g. in
Alaska in the case of revenue shortfalls, and in Norch
Carolina for specific spending needs. In California,
the governor simply has to declare an emergency,
although there is a provision for reduced expendi-
tures in subsequent years to offset the increased
expenditures in cmergency years.

The absence of a waiver provision is most likely to
result in avoidance or evasion of the TEL, especially
when there is no precedent for legal enforcement of
the TEL. Five states have no waiver provision.
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NUMERICAL EVALUATION OF STATE TAX
AND EXPENDITURE LIMIT PROVISIONS

Type of Limit and Method of Approval

5 points TELSs originating through citizen initiative and embodiced in the constitution
4 points  TELs originating through legislative referendum and. embodied in the constitution
3 points Statutory TELs enacted thr;)_témztihzén initiative
#thoints Statutory TEfszn;Et;i‘B;ﬂfé:sl;ﬁ;f;oai ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
1 point Statutdry TE&&E&E@F S&EE&E}g legisl;;'vz—v;)_t; yyyyyyyyyyyyyy o
What the TEL Limits
5 points TEL applies to all revenues or appropriations with few exceptions
4 points TEL applics to all revenues or appropriations with certain limited cxceptions
3 points TEL applies to general fund revenues or appropriations
2 points "TEL applies toggneral fund revenues or ai)})—r?)priations with limited excep;ions
1 point TEL applies to tax revenues

The Size of the TEL Limit

_h_*hwwhh—_m»MM_ﬁ*,A_hhm_hm._*,*h__“

IR U

5 points TEL limit equal to inflation and population growth
4 points TEL limit equal to the rate of growth of personal income
3 points TEL limit less than 7 percent of state income i
2 points TEL limit greater than 7 pércent of state income
I point TEL limit equal to a share of total revenue or expenditures

Treatment of Surpluses

5 points Surplus revenue is allocated into emergency funds and budget stabilization funds, and then to
tax cuts/rebates or debt reduction

4 points Surplus revenue is allocated to tax cuts/rebates or debt reduction

3 points Surplus is allocated to tax cuts/rebates or debt reduction and targeted expenditures

2 points Surplus is allocated to emergency and budget stabilization funds

1 point Surplus is returned to general fund or other expenditure accounts

The Provisions for Voter Approval of Tax and Expenditure Increases, and for Waiver of the TEL

5 points

4 points

Voter approval required for increases in taxes, and for expenditure of surplus revenues

Supermajority vote required in the legislature to raise all taxes

3 points

2 points

Supermajority vote required in the legislature to raise some raxes

Declaration of emergency and/or supermajority legislative vote required to expend monies in the
emergency and reserve funds
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STATE TAX AND EXPENDITURE LIMITS:
NUMERICAL EVALUATION 2005

Provisions for

Type of Limit Voter Approval
and Method ~ What the The and Waiver of
State of Approval  TEL Limits  Limit Size  Treatment Limit Total
Alabama 0 0 0 0 0 0
 Alaska 4 5 5 0 I 15
Asizona 4 1 2 0 2 9
Arkansas 4 0 0 0 3 7
ST o : -,,1 S o kg; . 5 B P
'Colorado 5 _ 5 5 4 o 57 24
» Connecticut M2 4 4 3 2 H 15
S p . L . R - _ i
Florida 4 5 4 5 3 21
Georgia 0 0 0 0 0 0
Hawaii 5 3 4 4 2 18
1daho 2 2 3 o 2 9
[linois 0 0 0 0 0 0
Indiana 0 0 o 0o o 4
lowa 2 3 1 1 1 8
Kansas 0 0 0 0 0 - 0
Kentucky 4 0 0 0 4 8
Louisiana 4 3 5 4 4 20
Maine 0 0 0 0 0 0
Maryland 0 0 0 0 0 0
Massachusetts 2 5 I 5 14
Michigan s s s Ty
VR — - _ T T RS . N o
MMiSSiSSiPPi o ; A-,,I_, o 1 9? -
v~ S “; o R o - 54 _ BT
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STATE TAX AND EXPENDITURE LIMITS:
NUMERICAL EVALUATION 2005 cominuen

Provisions for

Type of Limit Voter Approval
and Method What the The and Waiver of
State of Approval  TEL Limits  Limit Size  Treatment Limit Total
Montana 2 5 4 0 2 13
‘ Nebraska 0 0 0 0 0 0 -
Nevada 1 3 5 0 4 13
New Hampshire 0 0 0 0 0 0 )
New Jersey P 2 s 2 T 13
A,,New VI P R ; S " S P
New York 0 0 0 0 0 o
E\} e S é . PR B Ly
North Dakota 0 0 0 0 0 0
Ohio 0 0 0 0 0 0
Oklahoma 4 S 1 2 4 16
MOregon 2 5 2 4 4 17
Pennsylvania 0 0 0 0 0 0
Rhode Island i 3 1 o 2 o ) 0
South Carolina 4 5 1 3 ) 2 15
South Dakora 4 0 0 A 0 - ”4 8 -
Tennessee 5 1 - 47 _O 1 1~~1 ————————————
Texas 4 1 4 0 1 10
Utah 2 5 1 0 2 10
Vermont 0 0 0 0 0 0
Virginia 0 0 0 0 0 0
Washingron ; I 5; S .5 . o ; ,20 N
} Weor Virgini o - o B o A,.,,.,,,O_, .
P, O e 0 o Gy O , 0 SO -
om— e ,_,,“_.,,A_d.m” e . ,O _ S _ .
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STATE TAX AND EXPENDITURE LIMITS:

RANKING AND REPORT CARD 2005

State Rank Grade State Rank Grade
Colorado 24 A- Mississippi 9 D-
Florida 21 B lowa 8 D-
Missourt 21 B Kentucky 8 D-
Louisiana 20 B South Dakoa 8 D
Mld“gan ,20 _ B_ 7&[ k;m Sds D 7 D-
Washinggon 20 B-  Alabama 0 F
California 18 Ce Georgia 0 F
Hawllii 18 C+ Illinoi; - “6 N l;
Oregon 17 Indiana 0 F
Oklahoma 16 Kansas 0 F
V;iaska 15 C- Maine 0 F
Conmc - o - M,ar,y];;nd S (.) 1: .
 South Carolina 15 C Minnesota 0 F
Massachusetts 14 C- Nebraska 0 F
Montana 13 D+ New Hampshire 0 F
Nevada 13 D+ New Mexico 0 F
New Jersey 13 D+ New York 0 F
North Carolina 12 D+ Nerth Dakota 0 F
Delaware 11 D Ohio 0 F
Tennessee 11 D Pennsylvania 0 F
Rhode Island 10 D Vermont 0 F
Tcxa.;u » b ,Vlrél,ma . . 0 F -
Utah 10 D West Virginia 0 F
Arizona 9 D- Wisconsin 0 F
Idaho 4 9 D- VWyo;ﬁing -* 0 713 o
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APPENDIX

BACKGROUND ON STATE TAX AND EXPENDITURE LIMITS: 2005

Provisions for

Citizen Initiative

tax increases

exceed population
growth and inflation

be refunded to the citi-
zens

Type of Limit Voter Approval
Year & Method Treatment of and Waiving
State Adopted of Approval Limit Applies to Type of Limit Surpluses the Limit
Alaska 1982 Constitutional, State Yearly growth None [n the event of
Legislative Appropriations shall not exceed decreased revenue, an
Referendum percentage in appropriation may be
population and made from the Budger
inflation Reserve Fund
Arizona 1978 Constitutional Appropriations of Shall not exceed None Requires two-thirds
state tax revenues 7.41 percent of legislative approval for
personal income specific additional
appropriations
1992 Initiative Requires two-thirds
legislative approval for
all tax increases.
Arkansas 1934 Legislative Requires three-fourths
Referendum legislative approval for
all tax increases except
sales and alcohol.
California 1979 Constitutional; Appropriations of Yearly growth One-half of all surplus | Requires declaration
Citizen Initiative state tax revenues shall not exceed revenues shall be of an emergency by a
percentage increase in | returned to taxpayers | two thirds vote of the
population and per by revision of tax rates | legislature; the appro-
capita personal income | or fee schedules wichin | priations limit may
next two fiscal years; be exceeded provided
one-half shall be increased expenditures
allocated to K-14 are compensated for
school districts. by reduced expenditures
over three following
years. Alternatively,
the limit may be
changed by voters but
the change is operative
for only four years.
Requires two thirds
legislative approval for
all tax increases
Colorado 1991 Statutory; State general fund General fund appro- | None Statute may be
Legislative Vote appropriations priations limited to the amended by
lesser of a) 5% of total legislacive majority.
state personal income
or b) 6% over the prior
year's appropriation
1992 Constitutional; All state spending and | Yearly growth shall not | Excess revenues must Requires voter

approval for all tax
increases. Requires
two thirds legislarive
approval for all rax
increases; tax increases
automatically sunser
unless approved by
voters in the next
election.

General Assembly can
declare emergency by
two-thirds vote and
I"lise C[ncrgellcy raxes
subject to voter approval,
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Provisions for

sonal income for three
previous years

years exceeds 5 percent
of general fund rev-
enues the Legislature
will provide for a tax
refund

Type of Limit Voter Approval
Year & Method Treatment of and Waiving
State Adopted of Approval Limit Applies to Type of Limit Surpluses the Limit
Connecticut 1991 Swatutory; State appropriations Yearly growth shall not | 1) Budget Reserve Governor can
Legislative Vote (but excludes debt exceed the increase in Fund (Rainy declare an emergency
service, state grants to | personal income n Day Fund) or the existence of
distressed the state (average of . extraordinary
municipalities, first the annual increase 2) Reduction of bond- circumstances,
year expenditures for | for each of the ed indebtedness plus approval by
federal mandates or preced{ing five years) or 3) Any purpose three-fifths of both
court orders, and the prior years increase authorized by at House and Senate
expenditures from the | in inflation, whichever Jeast \hrec-filths of
Budget Reserve Fund) | is greacer hoth House and
Senate
1992 Constitutionak
Voters approved a
limit similar to che
1991 limit, but it
has nor received the
three fifths legisla-
tive vote required
for approval
Delaware 1978 Constitutional; State general fund Shall not exceed Goes into an Requires declaration
Legislative appropriations 98 percent of accunlative cash of an emergency and
Referendum estimated general balance and is available | three-fifths vote of
fund revenue and for appropriations in | each chamber
prior year's un- ensuing fiscal year
encumbered funds
1980 Legislative Requires three fifths
Referendum vote of the legislature
for all tax increases
Florida 1971 Congtitutional; Constitution limits
Legislative corporate income tax
Referendum to 5%, A three fifths
vote in the legislature
is required to surpass
5%. If voters are asked
to approve a rax
increase it must be
approved by 60% of
those voting 1o pass.
1994 Constitutional; Constitution limits
Legislative corporate income tax
Referendum to 5%. A three fifths
vote in the legislarure
is required to surpass
5%. If voters are asked
to approve a tax
increase it must be
approved by 60% of
those voting to pass.
Hawaii 1978 Constitutionak; State general fund Yearly growth shall not | If the stace general Specific appropriations
Constitutional appropriations exceed the average rate | fund balance in cach | over the Jimit require
Convention of growth of state per- | of iwo succeeding two-thirds approval in

both chambers
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Provisions for

Type of Limit Voter Approval
Year & Method Treatment of and Waiving
State Adopted of Approval Limit Applies to Type of Limit Surpluses the Limit
Idaho 1980 Statutory; State general fund Shall not exceed five No provision Requires two third
Legislative Vote appropriations and one-third percent legislative approval
(modified in 1994 of state personal for specific additional
to exclude one-time income appropriations
expenditures)
lowa 1992 Statutory; State general fund Shall not exceed 99 Excess goes to Cash Statute may be
Legislative Vore appropriations percent of adjusted Reserve Fund, then amended by majority
general fund receipts | to the Rebuild vote of the Legislarure
Infrastructure
Account, then to
Economic Recovery
Fund
Kentucky 2000 Legislative; Requires three fifths
Referendum legislative approval
tor all tax increases,
tax and fee increases
are voted on by the
legislature in odd-
numbered years
Louisiana 1966 Requires two thirds
legislative approval for
all tax increases
1979 Statutory; Stare tax revenue Shall not exceed the State tax revenue in Statute may be
Legislative Vote ratio of FY 1978-79 excess of limic shall be | amended by majority
tax revenue to 1977 deposited in the Tax vote of the Legislature
state personal income | Surplus Fund: appro-
multiplied by state priations from that
personal income in the | fund may be made for
prior calendar year. paying tax refunds
1993 Constitutional; State general fund Shall not exceed 1992 | Surplus may only be Requires two-thirds
Legislative appropriations appropriations plus per | used to retire debt in | legislative approval to
Referendum capita personal income | advance of maturity exceed limit
growth
Massachusetts 1986 Statutory; State revenue Yearly growth shall Excess revenues Statute may be
Legislative Vote not exceed the average | transferred 1o a amended by majority
annual growth of budget stabilization vote of the legistature
wages and salaties over | fund which is only
the previous three allowed to grow to
years. General fund 5 percent of the state
balance may not tax revenue; if the
exceed one-half of fund grows by more,
1 percent of the year’s | the excess goes back to
tax revenue the taxpayers as an
income tax credit.
Proportional personal
income tax credit
2002 Legislative vote State revenue Yearly growth shall

not exceed inflation
in government
purchasing power
plus two percent
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Provisions for

Citizen Initiative

ratio of FY 1980-81
state revenue to 1979
state personal income,
multiplied by the
greater of state
personal income in
any calendar year or
the average state
pefs()llﬂ.l i[lCOn]C over
the previous three cal-
endar years

Type of Limit Voter Approval
Year 8 Method Treatment of and Waiving
State Adopted of Approval Limit Applies to Type of Limit Surpluses the Limit
Michigan 1978 Constitutional; All state revenues less | Shall not exceed FY Revenues exceeding Governor must first
Citizen Initiative federal aid 1978-79 state revenue | limit by | percentor | specify an emergency;
as a share of 1977 more shall be used then the Legislature
state personal income, | for tax refunds set in must concur by
multiplied by the proportion to income | two-thirds vote in
greater of state rax liability. Fxcess less | each chamber
petsonal income in than 1 percent may be
the prior calendar transferred to the State
year or average state Budger Stabilization
personal income over | Fund
the previous three
calendar years. State
revenue shall not
exceed 9.49 percent
of total personal
income for the
year prior,
1994 Legislative Requires three fourths
Referendum legislative approval
for increase in state
property tax
Mississippi 1970 Legislative; Requires three fifths
Referendum legislative approval
for all tax increases
1992 Statutory; Budget Shall not exceed One half of year-end | Stacute may be
Legislative Vote recommendations 98 percent of surplus remains in the | amended by majority
and appropriations projected revenues, general fund and one | vote of the legislature
the statute was half goes into a
amended to allow working cash/
for one hundred stabilization reserve
percent appropriation | fund up to the
of estimate for fiscal 7.5 percent ceiling,
year 2004 then remainder
goes into a special
education fund
Missouri 1980 Constitutional; Total state revenue Shall not exceed the Revenues exceeding 1) Limit may be

limit by 1 percent or
more shall be used for
tax refunds set in pro-
portion to income tax
liabiliry. Excess less
than I percent may be
transferred to the gen-
eral revenue fund

adjusted if program
responsibility is
transferred from
one level of govern-
ment to another.

B

State is prohibited
from reducing
current proportion
of local services
financed through
state aid.

3) No new program
shall be required of
local governments
unless funded
by state.
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State

Year
Adopted

Type of Limit
& Method
of Approval

Limit Applies to

Type of Limit

Treatment of
Surpluses

Provisions for
Voter Approval
and Waiving
the Limit

Missouri

(Continued)

1996

Constitutional:
Cicizen Initiative

If Governor declares
an t‘mcrgency
legislature can raise
taxes by two thirds
legislative vore;

Vorer approval
required for any tax
or fee increase that
will produce revenues
greater than:

1) $50 million adjust-
ed annually by the
percentage change
in state personal
income for the
second previous
fiscal year, or

2) one percent of the
state revenues for
the second fiscal
year prior to the
legistature’s action,
whichever is less

Montana

1981

Statutory;
Legislative Vote

State appropriations

Shall not exceed state
appropriations for che
preceding bienntum
plus the producr of
preceding biennial
appropriations and
the growth percentage.
The growth percentage
is the difference
between average state
personal income for
three calendar years
unmediately preceding
the next biennium and
the average state per-
sonal income for the
three calendar years
immediately preceding
the current biennium

No provision

Requires declaration

of emergency by the
governor and two
thirds legislative
approval for specific
additional expenditures

Nevada

1979

Statutery;
Non-Binding
Legislative Vote

Governor's proposed
general fund
expenditures

Yearly growth shall
not exceed population
growth and inflation

No provision

Statute may be
amended by majority
vote of the Legislature

1996

Citizen initiative

Requires two thirds
legislative approval
for all tax increases

New Jersey

1990

Statutory;
Legislative Vote

General fund state
appropriations less
exemptions for debt
service, state aid,
grants-in-aid and
capital construction

Yearly growth shall

not exceed the increase
in state per capita
personal income
(average of the annual
increase for the prior
three years)

No provision, burt the
state has a rainy day

fund

Requires two chirds
legislative approval 1o
exceed limit

Adjustment to limit
shall be made if
program responsibility
is transterred between
state and local
gOVernmen(S

North Carolina

1991

Statutory;
Legislative Vote

State Appropriations

Shall not exceed 7 per-
cent of the rotal state
personal income for
that fiscal year

Revert to general fund
credit balance

Statute may be
amended by majority
vote of the Legislature
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State

Limit Applies to

Type of Limit

Treatment of
Surpluses

Provisions for
Voter Approval
and Waiving
the Limit

Oklshoma

Appropriated revenues

Yearly growth shall
not exceed 12 percent
(adjusted for inflation)

Appropriations shall
not exceed Y5 percent
of cerrified revenue

Revenue to general
fund in excess of
estimate (up to

10 percent) shall be
deposited in a rainy
day fund

Requires declaration
of an emergency by
the governor and two
thirds vote of the
house and senate; or
by declaration of an
emergency by the
speaker of the house
and president pro
tempore of the senate
and concurrence of
three fourths of the
members of cach
house

Requires three fourths
legislative approval for
all tax increases

Oregon

State appropriations

Yearly growth in each
biennium shall not
exceed rate of growth
of state personal
income in the two
prior calendar years

Revenue exceeding
close of session rey-
enue forecast by 2 per-
cent or more shall be
used for tax refunds
proportional to
income tax liability

Statute may be amend-
ed by majority vote of
the legislature,

Adjustment to limit
shall be made if
program funding is
transferred from
general fund to non-
general fund sources
or vice-versa

Requires three fifths
legislative approval
for all tax increases

State revenue

Any general fund
revenue in excess of
two percent of the
revenue estimate
must be refunded
1o taxpayers

State appropriations

Yearly growth limited
to eight percent of
projected personal
income for the
biennium

Rhode Island

State general fund
appropriations

Shall not exceed 98
percent of estimared
general fund revenue
and prior year's
unencumbered funds

2 percent must be put
into rainy day fund

None

South Carolina

Type of Limit
Year & Method
Adopted of Approval
1985 Constitutional;
Legislative
Referendum
1992 Citizen Initiative
1979 Statutory;
Legislative Vote
1996 Legislative
Referendum
2000 Constitutional
2001 Statutory
1992 Constitutional;
Legislative
Referendum
1980, 1984 | Constitutionals
Legislative
Referendum

State appropriations
approved by
General Assembly

Yearly growth shall not
exceed average growth
of personal income
over three preceding
years, or 9.5 percent
of total state personal
income, whichever

is greater

Excess revenues may
be spent to match
federal programs, for
debr purposes, tax
relief, or transferred
to reserve fund

Requires declaration
of an emergency and
two thirds vote of the
legislacure

Every five years the
legislature may review
the composition of
the limic
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Provisions for

Type of Limit Voter Approval
Year & Method Treatment of and Waiving
State Adopted of Approval Limit Applies to Type of Limit Surpluses the Limit
Tennessee 1978 Constitutional; Appropriations of Yearly growth shall No provision Requires a majority
Constitutional State (ax revenue not exceed growth in vote of the legislature
Convention state personal income for specific additional
expenditures
State must share in
cost if it increases
expenditure
requirements of
local government
Texas 1978 Constitutional; Biennial Biennial growth shall | No provision Requires a declaration
Legislative Appropriations of not exceed rate of of emergency and
Referendum state tax revenues not | growth of state majority vote of the
dedicated by the state | personal income legislature on a specific
constitution additional amount
Utah 1989 Statutory: State appropriations Yearly growth limited | No provision Requires a declaration
Legislative Vote by a formula including of emergency and two
population growth, thirds legislarive
inflation, and personal approval
income
1) Adjustment to limit
shall be made if
program responsi-
bility is transferred
between state and
local governments
2) Adjustment to limit
shall be made if
program funding is
transferred from
general fund to
non-general fund
sources or vice-
versa
Washington 1993 Statutory; State expenditures Yearly growth shall Excess revenue An emergency must be

Citizen Initiative

not exceed three year
rolling average of
inflation and
population growth

goes into Emergency
Reserve Fund; if fund
exceeds five percent of
general fund revenue,
the additional surplus
is placed in the
Education
Construction Fund

declared and approved
by two thirds vote of
the legislature

Revenue increases
require two thirds
legislative approval
if within expenditure
limit, voter approval
required to exceed
limit

Prohibits state from
imposing new
mandates on local
governments unless
fully reimbursed
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